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BEiAR Overview

FEBITHREFBMBER20ZER , AN THMEFSTEKNR , €
AN ERTHEHEFBENBRE , REXNFER

Over the past two decades, financial sector reform has been
lagged behind due to sensitivity and complexity issues.

P E R EEHENEN NIRRT

— Financial market is featured as being transitional and innovative.
RITAERETSHEERAERNNSTERMASHN0% , EEHH
BHARGRKE
90% of the financing is made through indirect financing
controlled by banking system, with direct financing lacking.
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Decision Making System of China’s Financial Sector

hEAREBIT

People’s bank of China

Tt AR

Ministry of finance
ERABRAEZEL 22—

National development and reform commission
7 55 Bh—

Ministry of commerce
PEBRTILEEEEZERS—

China banking regulatory commission
FEIISEEEEEZERS—

China securities regulatory commission
TERREBEEEZELS

China insurance regulatory commission
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Policy Bank--National Development Bank
FTEEE  MBUFLFFRBEITXIMS L BERX
FNERTMBREAKHAA  UXENEHREL
FREB, MBI : ZIRTE, ARKRIEE
Function: Providing long-term financing support
for key projects promoted by government
economic plan, e.g. three gorges, gas transfer, etc.
T EDEN—PBERMERITRIT R TSR
AR RE

Change underway: from policy bank to financial

Institution promoting development
PESRIEHERRREXRFIE

fE g




2000 - 2003 FE R KETE IR

( Asset by National Development Bank

1, 400, 000
1, 200, 000
1, 000, 000
800, 000
600, 000
400, 000
200, 000

2003 2002 2001 2000

FEERM N EHESRRERTE
fE g

Unit: million RMB )

mE=EEI
B mEEit
OFBHEF-HR
DRARFTRER




BRMERIT-FEZ L ORIT
Policy Bank-China Import & Export Bank

s B AHABENEREOERNMY
— The institution fully owned by government,
— Providing export credit,

o« FERFZXIR : Areas of services
v LB mMESHERART @A A
v" Export of machinery, electronic and high tech products
v ENEFHEREB ' NELNARE
v" Assisting enterprises with comparative advantage to develop on
International market.

o FELEY4FS : Main features in investment and financing
vV EEREFEXRRTAEARITARTEREGS

v" Main financing source being domestically issued financial bond
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Policy Bank-Agricultural Development Bank

£ AR BUER M RT

State-owned, policy bank for agriculture
EZEASANEEATRBEKBSERD ES
D1FA

Mainly to provide current fund for procurement of
grain, cotton, olil, etc
RERFEEBRFEARRITHBEN

Source of funding: Re-loan from People’s Bank of
China
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o EMHEMREARERTT four national banks
> HETRERT
» China Industrial and Commercial Bank
> PERIRTT
» China Agriculture Bank
> HE4RIT
» Bank of China
> REEIRRIT
» China Construction Bank
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P ERITIL HEN LB ER
China’s Banking System Reform by Phases

o 1984 - 1994 , RIT T W ALHE A FAHBRN ZTLRITAER
o) Spe&:ialization reform: dual function with division of responsibility among
anks

o 1994 - 2003 , E B ARILEBITRE

1994 , BRMERIEEL D B

1997 , SN ERIBHILE R L RYMRE=EE LT , BB ERLRTT
FRAR ; RITFIERIEEHLBTEELRE , EF

Reform of State-owned commercial banks

1994 ,Separation of policy financing and commercial financing

1997, with lessons from Asian financial crisis, formed 4 capital asset
management corporation to deal with bad loan in commercial banks, to
issue special national bond to supplement capital asset of commercial
banks, etc.

o 20045 ES | Bl RITRITERZRNR G HKE

o 2004, State dominated share holding system reform in commercial bank.

DN NI N NN

hE SR E R EER R E A E 10

fE g



= A il R 1T A £ il =
Development of Share-holding System in

State Owned Commercial Banks

BV : MBER L EEARLRITAES , #hEHER
&, AELTRE
Purpose: radically restructure state-owned commercial

bank system, increase capital asset and improve corporate
governance

F= ﬁ#%iﬁ,lﬂq%ﬁﬂ%?ﬁﬁ% N — NG
SRR EERZ T, BREERIER

Form: Attract strategic investors both domestically and
Internationally and diversify ownership structure, but
maintain dominance of state share.

SRR MSEA N ERE—RAATH LT
Steps: Financial restructuring--corporate governance
reform--go public in stock market
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Progress in recent share holding system reform

EF = RITH P EEIRIELT EE2004$mﬁkHﬁ1ﬁ’ NG,
23, BHEl L_VE@EEEQE —FZEHREREIRANE

ZIKFE% sl

By 2004, Bank of China and the Construction Bank established

their joint-stock companies. Currently, systematic reform is

underway and the next step is to go public on international stock
market.

PEIERTHFERLATEEDEAUE B
EEERTRENZEN: BRSO L SHIE
Comprehensive reform has been |n|t|allzed at the Industrial and
Commercial Bank, and the Agriculture Bank, with the aims of

enhancing capital quality and operational performance, and
establishing modern financial corporate system
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Securities Market in China

SSALERABISFFHE , RBRIFERE , EHB LT LT 1300 R

Only 15 years of history, rapidly grow into a market with 1300 public
companies.

BERENFHMN T MERTIZIFE

Possessing the characteristics of an emerging and transitional market
%&%ﬁ/gﬁ{rﬂ% , NEFEFOHTRTEEZR , BAZRKRPELFEK
With 4 years of depression, investors’ confidence was hit heavily.
Nevertheless, many blue-chip companies remain.

BRI EEHTEMIRTEGHRNDERE , EELLIT2TAIREN
Hﬁ'fﬁﬁﬁulbl_*x

Ongoing a reform, aiming at liberalizing trade of formerly non-tradable
stock.
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EHATRIEEIRR (1990 - 2004 ) Growth of

Number of Companies in Stock Market
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Institutional Investors In Security Market

e Mutual Fund

e Insurance Company

« Social Insurance Foundation

o Trust Company and Financial Company Annuity
e Commercial Bank

« Qualified Foreign Institutional Investor

e Other Institutional Investor
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Monitoring and Management of Securities Market in China
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China Securities Regulatory Commission
VIEZ R 5P

v' Stock Exchange
vk e

v'Stock Business Association
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Security Market plays low role in the economy
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HE36. 38% , M1998F £E, RE

254

AL

In 2003, total market value of stock
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nenomena in China’s Financial Sector
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154% , X

2 UE 5L R WA E67.3%

accounts for 36.38% of GDP
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Low level of direct financing
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Remaining Issues
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0 Standardization of Operation of Corporations on Stock Market

PORRIE S5 N BIRY 4R B R T8

0 Strengthening Integrated Management of Securities Businesses

BR R £ Bl R ER 5 % 9 S 8] 7 B &

o Liberalizing non-tradable stock which is majority on the stock

BEKHRAESR

0 Increasing share of institutional Investors, and promoting long-

market

ReSUHRAEMSLH

term investment
H05EUE 25 & S22 1%

0 Improving legislations
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Challenges and Opportunities after WTO
SRIF HINRTE R E S SR 249

Opening of financial system speeds up formation of competitive
financial market
> THESETHREMNAREBE - - RE(LRENS|HAR
» Two ways to break through government monopoly: privatization and
introduction of foreign investment
> F—ESEE RN Not a easy process
RH SRV ENES
Integration of financial institution
> g ZE - RBIULEE
» Specialized operation and mixed operation
> RARES - KBS IK

» Merging and Integration--Let the fittest survive
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Thank You!



